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Foreword 


Legal  phraseology  is  frequently  difficult  for  people 
outside  of  the  legal  profession  to  interpret  into  every¬ 
day  application;  therefore  this  booklet  has  been  pro¬ 


vided  by  the  Retirement  Board  in 
an  effort  to  aid  members  of  the 
System  to  understand  how  the  law 
applies  to  them;  its  benefits,  its 
limitations  and  something  about 
the  forms  and  procedures  provided 


by  the  Retirement  office.  The  basis  of  this  brief  is 


Chapter  87  of  the  Laws  of  1937  as  amended  by 
Chapter  212  in  1939  and  Chapter  15  and  137  in  1945 
and  Chapter  28  in  1949. 

The  forty-eight  states  now  have  teachers  Retire¬ 
ment  plans;  all  but  two  of  them  are  joint  contributory 
plans  providing  a  benefit  paid  for  by  employer  and 
employee  contributions.  The  Montana  System  is 
patterned  after  the  best  of  the  joint  contributory 
Systems.  We  operate  on  what  is  called  a  cash,  or 
pay  as  you  go  plan,  since  successive  years  of  effort 
proved  that  it  was  impossible  to  get  legislative  ap¬ 
propriations  large  enough  to  provide  the  required 
reserves.  The  present  plan  of  Employers'  contribu¬ 
tion  being  made  currently  is  the  source  of  pension 
money. 

The  Board  invites  your  use  of  the  Retirement  Sys¬ 
tem's  office  for  information  pertaining  to  your  sav¬ 
ings  account  or  other  problems  connected  with  re¬ 
tirement. 
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Those  Who  Must  Belong 

All  persons  employed  as  teachers,  librarians, 
physical  education  directors,  school  nurses,  prin¬ 
cipals,  vice-principals,  supervisors,  superintend¬ 
ents,  county  superintendent  of  schools,  and  any 
other  elementary  or  high  school  in  the  State  of 
Montana,  and  any  members  of  the  administrative, 
instructional,  or  scientific  staff  of  the  units  of  the 
University  of  Montana,  also  any  person  in  the  of¬ 
fice  of,  or  by,  the  State  Superintendent  of  Instruc¬ 
tion  in  duties  pertaining  to  instructional  services, 
and  any  member  of  the  instructional  staffs  of  the 
various  state  custodial  institutions. 

In  cases  of  doubt  the  Retirement  Board  will  have 
the  right  to  decide  as  to  the  person's  membership. 

It  may  be  added  that  the  Board  has  ruled  that  per¬ 
sons  employed  for  a  period  of  less  than  one  month, 
to  relieve  a  shortage  during  the  illness  of  a  regular 
teacher,  may  be  excused  from  membership. 

All  other  persons  in  the  classification  listed  are 
deemed  to  be  regularly  employed,  and  their  mem¬ 
bership  is  considered  a  condition  of  their  employ¬ 
ment  no  matter  how  long  they  may  think  they  will 
continue  in  the  profession. 


Those  Exempt  From  Membership 

At  the  time  of  passage  of  the  original  law  in  1937 
and  its  later  amendment  to  admit  the  University 
group,  one  was  permitted  to  choose  membership  or 
nonmembership.  In  each  case  this  period  of  option 
lasted  only  three  months.  Those  are  the  only  ones 
permitted  exemption  and  their  names  are  listed  in 
the  Retirement  office.  And  they  have  been  issued 
exempt  cards. 

After  luly  1,  1949  one  may  not  receive  credit  for 
service  in  two  Retirement  Systems  simultaneously 
that  are  supported  wholly  or  in  part  by  the  State, 
County  or  U.  S.  Government.  In  other  words,  a 
person  may  not  receive  credit  for  the  same  service 
in  two  systems  supported  by  public  money. 

No  one  else  is  exempt  from  membership,  except  as 
previously  stated  when  teaching  less  than  30  days. 

Administration 

The  legal  body  responsible  for  the  administration 
of  the  law  is  the  Retirement  Board.  Their  names 
are  listed  on  the  inside  of  the  cover  page  of  this 
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booklet.  The  Board  gener¬ 
ally  meets  in  June,  Septem¬ 
ber,  December,  and  March. 
Since  all  members  of  the 
Board  are  otherwise  engaged 
in  full  time  work,  they  em¬ 
ploy  on  administrative  officer  and  an  actuary,  and 
with  clerical  help,  take  care  of  the  details  of  re¬ 
cording  deposits  to  approximately  7,000  accounts 
and  pay  retirement  benefits  to  over  500  retired 
teachers. 

Correspondence  and  payments  should  be  directed 
to  the  Teachers  Retirement  System,  State  Capitol, 
Helena,  Montana. 

What  the  Teacher  Pays 

5%  of  her  salary,  up  to  $5,000.00  per  year  is  de¬ 
ducted  from  the  monthly  salary  checks  by  the 
school  clerk  and  forwarded  by  that  person  to  be 

credited  to  the  teachers  individ¬ 
ual  savings  account.  Each  fall 
there  is  also  deducted  an  addi¬ 
tional  dollar  to  pay  the  annual 
membership  fee.  This  is  not  re¬ 
fundable.  If  this  fee  is  not  paid 
by  the  individual,  the  law  per¬ 
mits  its  deduction  from  the 
teacher's  savings  account. 

The  purpose  of  this  savings  account  is  to  accumu¬ 
late  a  fund  with  which  the  teacher  buys  an  an¬ 
nuity.  For  further  details  see  other  sections  of  the 
booklet. 

The  1949  Legislature  provided  that  if  a  person  was 
to  retire  within  five  years  after  July  1,  1949  he 
might,  if  he  desired  to,  use  salaries  higher  than  al¬ 
ready  acknowledged  and  could  pay  the  employ¬ 
ee's  5  and  the  employer's  3Vi%  on  such  parts  of 
salaries  over  $2,000  and  thereby  have  these  used 
in  the  calculation  of  a  Retirement  benefit.  The  in¬ 
dividual  could  pay  on  such  year's  salaries  as 
would  be  used  in  the  calculation  of  the  Retirement 
benefit 

What  the  Employer  Pays 

Each  employer  —  school 
board,  university  unit,  etc. 
pays  3  V2  %  of  each  teacher 
member's  salary  to  the 
pension  fund  and  Va% 
to  the  Expense  fund,  total 
3%%.  This  is  subject  to  the 
same  ceiling  of  $5,000.00. 
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This  money  is  not  identified  as  belonging  to  any 
person  or  for  any  one  person's  benefit.  It  goes 
into  funds  from  which  all  pension  and  expense 
payments  are  made.  The  only  time  the  employer 
is  excused  from  payment  is  when  he  employs  an 
exempt  teacher.  The  district  is  not  excused  from 
paying  if  the  teacher  member  has  completed  35 
years  of  service  and  is  over  60,  although  she,  her¬ 
self,  need  not  pay  the  5%.  She  may  wish  to  do 
so,  however,  since  continued  payments  mean  a 
larger  purchasing  power  and  resultant  larger  an¬ 
nuity,  and  only  those  salaries  for  which  the  full  5% 
has  been  paid  may  be  used  for  computing  a  pen¬ 
sion. 

Interest  on  the  Teacher's  Account 

Interest  is  credited  each  year  on  June  30th.  The 
interest  is  computed  on  any  previous  balance  and 
on  the  monthly  payments.  The  current  rate  is 
21/2%  compounded  annually.  This  interest  re¬ 
mains  in  the  account  if  the  teacher  continues  until 
she  receives  a  retirement  benefit  and,  of  course, 
materially  aids  in  the  purchase  of  the  annuity. 
For  details  on  interest  for  Refunds  see  that  sub¬ 
section. 

Service  Record 

The  teacher's  record  may  consist  of  two  parts: — 

(1)  (a)  Membership  service  is  that  teaching  done 
since  the  beginning  of  the  system;  September  1 , 
1937,  and  paid 
for  thru  deposits 
in  the  savings 
account. 

(b)  Out  State 
service  is  that 
out  of  state 
service  not  pre¬ 
viously  record¬ 
ed  either  be¬ 
fore  or  after 
September  1st, 

1937.  The  member  may  obtain  credit  for  up  to 
ten  years  of  out  of  state  service  by  buying  it  on 
a  matching  year  by  year  basis  by  paying  5% 
of  the  first  year's  salary  earned  in  Montana. 
This  of  course  would  be  limited  to  $2,000  per 
annum  if  it  occurred  before  July  1,  1949  and 
$5,000  after  that  date.  (Note:  Total  out  of  state 
service  in  any  category  is  limited  to  10  years.) 

(2)  Prior  service  is  that  service  before  September  1 , 
1937  for  which  the  teacher  will  obtain  credit 
free  of  charge  if  she  comes  within  the  law  as 
listed  in  the  next  paragraph. 
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1.  Must  have  taught  in  Montana  sometime 
during  the  school  year  1947-48  or  must 
not  have  been  absent  from  teaching  in 
Montana  for  more  than  3  years,  exclusive 
of  Military  service,  in  the  period  Septem¬ 
ber  1,  1937  to  July  1,  1947. 

2.  Must  have  applied  for  such  credit  prior  to 
June  30,  1950.  (Form  48) 

Prior  Service  in  any  case  may  include  all  Mon¬ 
tana  Public  School  teaching  and  up  to  ten  years 
of  a  like  kind  of  service  in  another  state.  Prior 
Service  also  includes  military  service  in  either  war 
without  regard  to  other  qualifications.  This  in¬ 
cludes  Red  Cross  and  Merchant  Marine  as  well  as 
the  armed  forces.  This  service  only  applies  to¬ 
ward  Retirement  or  Disability  Benefits  and  is  paid 
for  entirely  by  the  state. 

Refunds 

Those  teachers  who  leave  the 
profession  for  what  they  be¬ 
lieve  to  be  permanently  and 
desire  a  refund  of  their  ac¬ 
count  will  receive  all  of  their 
deposits  plus  ZA  of  the  in¬ 
terest  accrued  to  the  last  in¬ 
terest  crediting  date  if  they 
became  members  prior  to 
July  1,  1945.  Those  who  be¬ 
came  after  that  date  get  the  refund  of  deposits 
only,  without  interest. 

The  applicant  should  not  request  the  refund  until 
after  the  period  of  employment  is  concluded  and 
ample  time  has  been  allowed  for  the  last  payment 
to  have  been  sent  in  by  the  school  clerk. 

Disability  Benefit 

A  teacher  who  meets  the  following  conditions  may 
apply  for  and  receive  a  disability  benefit,  irrespec¬ 
tive  of  the  age  of  the  applicant: — 

1.  Completed  at  least  10 
years  of  Montana 
teaching. 

2.  Submit  a  doctor's  report 
on  form  provided  by 
this  office  that  clearly 
indicates  that  the  ap¬ 
plicant  is  totally  dis¬ 
abled  for  further  teach¬ 
ing  and  that  such  dis¬ 
ability  is  likely  to  be 
permanent. 
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The  disability  allowance  is  paid  monthly  for  the 
balance  of  their  life  and  its  size  is  governed  by  two 
factors,  i.e.,  average  salary  for  any  5  consecutive 
years  and  number  of  years  of  teaching.  Any  per¬ 
son  retiring  on  a  disability  with  10  to  20  (inc.) 
years  of  service  would  receive  25%  of  the  average 
salary;  at  25  years  of  service  30.85%,  30  years — 
37.28%  and  at  35  years — 43.71%  of  the  average 
salary,  which  in  no  case  can  exceed  $5,000  per 
year.  Intervening  years  of  service  are  paid  in 
proportion. 

Retirement  Benefit 

The  requirements  are  as  follows: 

1.  Attained  or  passed  your  sixtieth  birthday. 

2.  Have  a  record  of  at  least  10  years  of  Mon¬ 
tana  teaching,  THE 
LAST  10  OF  WHICH 
MUST  HAVE  BEEN  IN 
MONTANA.  The  maxi¬ 
mum  years  permitted 
for  record  are  35. 

The  Retirement  benefit  is 
composed  of  two  parts: 

The  pension — based  on  average  salary  for  any  5 
consecutive  years  on  which  the  5%  payment  has 
been  made,  and  the  number  of  years  of  service. 

The  Annuity — the  actuarial  equivalent  of  the  teach¬ 
ers  deposits  plus  interest  at  the  time  of  retirement. 

Many  people  have  labored  under  the  impression 
that  the  amount  paid  by  the  System  after  35  years 
of  service  would  automatically  be  half  the  average 
salary.  This  is  not  true  and  no  such  commitment 
is  made  in  the  law.  Separate  calculations  are 
made  for  the  pension  and  the  annuity.  For  Prior 
Service  (service  credit  prior  to  September  1,  1937 
and  War  service)  you  will  receive  1/70  of  your 
average  final  compensation  for  each  year  of 
credit.  For  membership  service  you  will  receive 
1/140  of  your  average  final  compensation  for  each 
year  of  service  credit. 

The  annuity  is  the  actuarial  equivalent  of  the  mem¬ 
ber's  accumulated  contributions  at  the  time  of  the 
retirement..  This  means  simply  that  larger  deposits 
buy  larger  annuities  as  will  greater  interest  earn¬ 
ings  provide  better  retirements,  and  the  age  at  re¬ 
tirement  will  determine  the  length  of  time  the  in¬ 
dividual  may  have  prospects  of  receiving  the  bene¬ 
fits. 

Sample: 

Let  us  assume  a  woman  teacher  retiring  at  age 

60.  She  has  selected  five  consecutive  years  sal- 
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dries  that  average  $3,000  per  year.  She  has 
prior  srevice  of  25  years  and  membership  serv¬ 
ice  of  10  years,  totaling  35.  The  pension  paid 
from  state  funds  would  be  $1,285.50  per  year. 
Assume  5  years  paid  by 
her  at  $100  per  year  and  5 
years  at  $150.00  per  year 
and  earnings  at  2!/2%  in¬ 
terest  compounded  an¬ 
nually,  her  total  savings 
would  be  $1,383.14.  This 
would  purchase  for  her  an 
annual  annuity  amounting 
to  $89.07.  Total  annual  Re¬ 
tirement  allowance  $1,- 
374.57  or  $114.54  per  month. 

In  the  same  situation,  a  man,  age  60,  with  same 
total  of  deposits,  would  receive  the  same  pension 
but  his  deposits  purchase  an  annuity  amounting 
to  $102.63  per  year,  making  a  total  Retirement 
allowance  of  $1,388.13  per  year  or  $115.68  per 
month.  This  seems  to  be  more  but  his  life  ex¬ 
pectancy  is  not  as  great,  so  he  will  probably  re¬ 
ceive  the  same  total  amount. 

The  lower  interest  earnings  are  the  reason  for  the 
annuity  being  less  than  anticipated  in  1937. 

The  Retirement  benefit  may  be  received  in  any  of 
five  different  ways.  The  selection  is  not  made  un¬ 
til  the  actual  time  of  retirement.  As  follows: — 

1.  Straight  life.  The  maximum  amount  avail¬ 
able  by  reason  of  the  member's  record  and 
payable  only  to  that  member,  terminating  at 
death. 

2.  A  lesser  retirement  allowance  payable  dur¬ 
ing  the  life  of  the  member  with  the  unused 
portion  of  the  savings  account  refundable  to 
the  named  beneficiary. 

3.  A  lesser  retirement  allowance  payable  jointly 
to  either  of  two  persons  (the  member  and 
another  person  designated)  as  long  as  either 
shall  live. 

4.  A  lesser  retirement  allowance  with  half  as 
much  being  paid  to  a  named  person  after  the 
death  of  the  member. 

5.  Some  other  Retirement  allowance  payable  to 
the  member  and  others  as  suggested  by  the 
member  so  long  as  it  is  the  actuarial  equivalent 
of  the  member's  account. 

Vested  Right 

Any  member  who  has  10  or  more  years  of  Mon¬ 
tana  creditable  service  may,  if  they  are  leaving  the 
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profession  in  this  state,  elect  to  receive,  by  written 
designation  (form  No.  46)  their  Retirement  benefit 
based  on  the  record  so  far  accumulated  at  the 
earliest  retirement  age,  if  they  give  such  notice 
within  6  months  of  termination  of  service. 


Re-Deposit 

Persons  who  desire  to  re-deposit  previously  with¬ 
drawn  funds  may  do  so  and  reestablish  the  ac¬ 
count  as  of  the  time  of  refund  when  they  have  re¬ 
turned  to  active  teaching  in  Montana.  (Form  49.) 

What  Is  Paid  in  the  Event  of  Death 


If  death  occurs  before  receiving  and  cashing  the 
first  Retirement  or  Disability  check,  then  the  total 
of  the  deposit  is  refunded  to  the  person  you  have 
designated  on  your  enrolling  card  as  your  bene¬ 
ficiary. 


If  death  occurs  after  retire¬ 
ment  then  the  disposition  of 
your  savings  account  will  de¬ 
pend  on  how  you  elect  to  re¬ 
ceive  it.  (See  preceding  ex¬ 
planation  on  manner  of  pay¬ 
ment.) 

Minimum  Retirement  Benefits 


Minimum  benefits  of  $600  per  year  as  follows: 

1.  For  all  those  retired  prior  to  September  1, 
1937.  (To  begin  July  '49) 

2.  For  those  retired  between  September  1937 
and  June  30,  1949  if  30  years  of  creditable 
service  is  completed.  (To  begin  July  '49) 

3.  For  those  retiring  after  July  1,  1949,  a  mini¬ 
mum  of  $600  per  year  if  the  person  has  35 
years  of  creditable  service  and  age  65. 


Annucd  Reports 

Each  fiscal  year  ends  on  June  30th.  The  recording 
of  payments  for  that  year  ends  on  that  day.  We 
forward  to  each  NEW  account  of  that  year  a  state¬ 
ment  and  membership  card  combined  showing  the 
amount  of  money  received  and  posted  to  your 
credit  for  that  school  year.  If  you  want  the  record 
continued  in  the  event  you  continue  as  a  member, 
it  is  up  to  the  teacher  to  send  her  card  in  each  July 
for  the  new  total. 

A  general  statement  of  the  funds  as  a  whole  is 
published  in  the  M.E.A.  Journal  and  also  sent  with 
your  own  record. 
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Safeguards 

The  books  are  audited  each 
year  by  the  State  Bank  Ex¬ 
aminers.  The  law  provides 
that  your  deposits  are  im¬ 
mune  from  legal  actions  (at¬ 
tachments  or  garnishments). 

It  also  provides  that  your 
funds  are  made  the  obliga¬ 
tions  of  the  state  as  a  trust. 

Investments 

Our  funds  are  invested  in  U.  S.  Government  Bonds 
and  in  State  or  County  and  School  District  Bonds. 
We  are  restricted  in  our  investment  field  to  Gov¬ 
ernment  Bonds  and  general  tax  obligations  of  the 
States  and  Political  Sub-divisions.  Security  rather 
than  high  yield  is  the  rule. 

Frequently  Asked  Questions  and  Their  Answers 

Where  do  I  get  forms  with  which  to  apply  for  re¬ 
funds,  retirement,  etc?  Address  your  request  to  the 
Executive  Secretary,  Teachers  Retirement  System, 
State  Capitol,  Helena,  Montana. 

Is  there  a  compulsory  retirement  age?  Yes,  age 
70,  but  you  do  not  have  to  quit  until  the  end  of  the 
school  year  in  which  you  attain  age  70. 

If  I  am  a  housewife  and  only  helping  out  due  to  a 
teacher  shortage;  do  I  have  to  belong?  Yes,  if  you 
are  being  employed  for  more  than  a  month.  You 
can  readily  see  that  this  rule  must  be  applied  to 
avoid  confusion.  Since  the  cost  to  you  is  only 
$1.00  per  year  and  all  other  monies  returned  to 
you  on  application  no  harm  to  you  has  resulted 
from  your  membership. 

Why  does  the  office  request  an  enrolling  card?  For 
your  protection,  mostly,  and  secondly,  to  furnish 
statistical  information  on  which  the  Actuary  bases 
calculations  of  pension  costs  of  future  years.  "Your 
protection"  means  that  in  the  case  of  your  death 
before  retirement  we  are  empowered  to  make  an 
immediate  payment  to  your  named  beneficiary  in¬ 
stead  of  going  through  court  proceedings.  That  is 
why  it  is  important  to  have  your  card  dated  and 
properly  witnessed.  It  also  gives  us  a  home  ad¬ 
dress  through  which  we  can  contact  you  to  return 
the  money  if  you  discontinue  teaching.  Hundreds 
have  left  accounts  of  varying  sizes,  and  we  are  un¬ 
able  to  refund  the  money  because  we  have  lost  all 
trace  of  them. 

Is  money  refundable  that  was  paid  to  the  Old 
Pension  Fund  previous  to  September  1,  1937?  No, 
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it  was  a  $1.00  per  month  contribution  made  by 
each  teacher  to  a  fund  created  to  pay  pensions;  it 
could  not  be  refundable  and  pay  pensions  at  the 
same  time. 

Was  there  any  money  left  in  that  Old  Fund  and 
what  became  of  it?  Yes,  there  was.  It  was  trans¬ 
ferred  to  the  present  System  and  is  paid  out  as  an 
aid  in  paying  the  Retirement  benefits  of  those  re¬ 
tired  before  September  1,  1937.  That  money  ac¬ 
counts  for  about  5%  of  their  present  pensions;  the 
other  95%  comes  from  current  State  funds.  There 
were  230  retired  teachers  on  September  1,  1937. 

Is  there  any  time  limit  on  the  payments  being 
made  for  "out  state"  service?  No,  there  isn't,  but 
credit  for  the  service  is  not  given  until  payment  is 
complete.  Neither  is  there  a  time  limit  on  making 
back  payments.  They  must  be  made  before  credit 
is  given  for  service  represented. 

May  out  of  state  service  be  used  in  the  "average 
final  compensation"?  No. 

May  a  teacher  who  has  35  years  of  creditable 
service,  but  who  isn't  old  enough  to  receive  a  bene¬ 
fit  as  yet,  teach  in  another  state  and  not  lose  her 
Montana  Retirement  allowance?  Yes,  she  should 
request  a  "vested  right"  form  to  preserve  her 
rights. 

If  a  teacher  reaches  her  70th  birthday  in  the  middle 
of  the  year  does  she  have  to  quit  at  once?  No,  she 
can  complete  the  school  year  in  which  she  at¬ 
tains  her  70th  birthday. 

May  a  teacher  count  service  before  September 
1937  toward  a  vested  right?  Yes,  if  she  is  entitled 
to  count  that  service  as  a  part  of  her  "prior 
service." 

Does  a  wife  share  any  in  her  husband's  retirement 
benefit?  Yes,  if  the  teacher  member  (her  husband) 
has  elected  to  receive  a  joint  survivorship  retire¬ 
ment  benefit  at  the  time  of  retirement. 

May  a  person  who  has  withdrawn  his  account  re- 
deposit  it  and  gain  back  the  rights  attached  there¬ 
to  without  returning  to  the  teaching  profession  in 
Montana?  No,  the  redeposit  privilege  is  extended 
to  members  only  and  hence  he  would  have  to  re¬ 
enter  the  profession  to  become  a  member. 

Are  proportionate  amounts  paid  as  Retirement 
benefits  for  those  with  more  than  10  years  or  less 
than  35  years  of  service?  Yes. 

Are  years  in  excess  of  35  counted  toward  the  pen¬ 
sion?  Not  the  pension  part  but  additional  con¬ 
tributions  increase  the  annuity  benefit. 
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